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__(_)uth'ne of Topics

» What are the services non-profit hospitals provide that
would justify the tax exemption?
+ Community Benefits, Charity Care,and Uncompensated Care

» What is the value of the tax exemption based on these

Report on Montana’ s Hospitals services?
Commu.mty Benefits » Property Tax, State Income Tax,Value of Tax Exempt Bonds
‘ ’ February 17%, 2012 » What is the relationship of hospital foundations to the

hospital itself?
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Charity Care: Cost vs. Charges
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Difference Between Charity Care Cost vs.
Charges
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2009 Large Hospitais Charity Charges and Cost.
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Trends in Charity Care for Large Hospitals
2006-2009

Charity Costs for 2009 Large Hospitals Trends in Charity Care

e IES

JYER s 29 o]
ST VINCENT BILUNGS. wws ] aend eaw
. n imens]  sew eiowd e 2
BENEFIS GREAT FALLS moas] 2 s 74x]
NORTHWES] JSPEL aasies] 215
BOZEMAN DEACONESS msam] o e
COMMUNTTY MEC_CTRMSSOUL 215,635 %] osmx)
ST PETER NELENA 3100700 s xd b e
ST IAMES BuUTTE P YT .
NGHTHERN MT MEC CENTER HAVAE e T mow
ToalMedinl $ STARIN | 1rex__e26i
2008 TotayMeoin] § sszmse [ 25 eason] ww 3%

HOLY ROSARY MLES CITY.
[SIONEY HEAT: CenER
NORTH VAULEY WHITEF I5H.
FRANCIS MAON DEAC. GLASGOW.
ST_JOSEPH POLSON

¥
H
i

Charity Care Cont 3 81 Op, Surntus

S

Eharkty Care Cast % of Op, Expanse

MARCUS DALY AT
THCARE ‘ vk
€ MEDICALCENTER, s oo
ST_IOHN'S LUTHERAN UBAY S b,
‘CENTRAL MT MED. GENTER LEWISTOWN, e
COMMUNITY OF ANACONOA o thetntonns
s HONAN .

Large Hospital Trends in Total Charity Care Large Hospital Trends in Charity Care
e - as a % of Operating Expense
S10 806 3 s
H &
\Z : s
g EICTeY Elw
T e i -
Lo
T T o




. 2/17/2012

Changes in Charity Care Policies
Large Hospitals

FACILITY NAME/CITY

Changes in Charity Care Policies and SENTESRATIAL
Approvals BOZEMAN DEACONESS

B COMMUNITY MED. CTR. MISSOULA
‘ NORTHWEST HEALTHCARE KALISPELL
NORTHERN MT MED CTR HAVRE
ST.JAMES BUTTE
ST. PATRICK MISSOULA
ST.PETER HELENA
ST. VINCENT BILUNGS

AVERAGE | 280%) 302% 151%]  302%|

Changes in Charity Care Policies Trends in Charity Care Application Approval Rate

| Small Hospitals Large Hospitals
%EPG X FPG | % FPG FOR X FPG FOR e
CHARITY CHARITY FULL FILL
BEGINS BEGINS [WRITE OFF | WRITE OFF o
FACILITY NAME/CITY 2008 2009 2008 2009
CENTRAL MT MED_CENTER LEW/STOWN 300%| 300 150%|  150% e
COMMUNITY OF ANACONDA 200%] __ 200%___100%| __ 100% i
FRANCIS MAHON DEAC_GLASGOW. 175%|  200%|  100%|  100%| H
SLENOIVE MEDICAL CENTER 200%) 200%, 100%) 100% H R
HOLY ROSARY MILES CITY 400% 5
LUVINGSTON HEALTHCARE 200% & am.
MARCUS DALY MEMORIAL HAMILTON 200%
NORTH VALLEY WHITEFISH 200%] PP
| SIDNEY HEALTH CENTER 175%]
: ST JOHN'S LUTHERAN LIBBY 200%|  200%]  100%|  100% i
ST_JOSEPH POLSON a00%| _a00%|  200%|__ 200% e
ST__LUKE COMMUNITY RONAN 300%] 300%]  150%]  150%

AVERAGE]| 286%) 248% 121%] 125%] +

Trends in Charity Care Approval Rate
Large Hospitals

Tk

oo

Value of Tax Exemption

o i o




2/17/2012

Calculation of Tax Exemption

+ Federal Income Tax

+ State Income Tax

+ Estimated Property Tax
+ Tax Exempt Bond Value

= Value of the Tax Exemption

Value of Federal Tax Exemption
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Charity Care vs. Value of Tax Exemption-

Federal
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Trends in Value of State Tax Exemption

Trends in Community Benefit and Charity Care

as a % of Tax Exemption
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Uncompensated Care

Uncompensated Care

(Charity Care + Bad Debt)

Hospital Foundations

» Does any money from the hospital, fund the foundation?




Community Benefit Definitions
Charity Care:

The cost of free or discounted services provided to persons who meet the organization’s criteria
for financial assistance and are thereby deemed unable to pay for all or a portion of the services.
Charity care does not include bad debts or uncollectable charges.

Community Benefit Operations:

The cost of activities associated with community health needs assessments as well as community
benefit planning and administration. Community benefit operations also include the
organization’s activities associated with fundraising or grant-writing for community benefit
programs.

Community Building:

These are the costs of activities and programs that address the root causes of health problems
such as poverty, homelessness and environmental problems. Examples include housing
rehabilitation, economic development projects, community leadership development, and child
care for residents with qualified need. *Note that although the IRS does not count community
building costs as community benefit, we continue to include them in our analysis of Montana
hospitals because these programs address the underpinnings of the health status of the
community.

Community Health Improvement Services:

The costs of activities or programs carried out or supported for the express purpose of improving
community health that are subsidized by the healthcare organization. Such services do not
generate inpatient or outpatient bills, although there may be a nominal patient fee or sliding scale
fee for these services.

Contributions to Community Groups:

The cost of contributions made by the organization to health care organizations and other
community groups restricted to one or more of the community benefit activities.

Health Professional Education:

The cost of educational programs that result in a degree, certificate, or trainin g necessary to be
licensed to practice as a health professional, as required by state law, or continuing education
necessary to retain state license or certification by a board in the individual’s health profession
specialty. It does not include education or training programs available exclusively to the
organization’s employees and medical staff or scholarships provide to those individuals.




However, it does include education programs if the primary purpose of such programs is to
educate health professionals in the broader community.

Research:

The cost of any study or investigation the goal of which is to generate generalizable knowledge
made available to the public such as knowledge about underlying biological mechanisms of
health and disease, natural processes, or principles affecting health or illness; evaluation of safety
and efficacy of interventions for disease such as clinical trials and studies of therapeutic
protocols; laboratory-based studies; epidemiology, health outcomes, and effectiveness;
behavioral or sociological studies related to health, delivery of care, or prevention; studies

related to changes in the health care delivery system; and communication of findings and
observations, including publication in a medical journal. The organization may include the cost
of internally funded research it conducts as well as the cost of research it conducts funded by a
tax-exempt or government entity.

Subsidized Health Services:

The cost of clinical services provided despite a financial loss to the organization. In order to
qualify as a subsidized health service, the organization must provide the service because it meets
an identified community need. A service meets an identified community need if it is reasonable
to conclude that if the organization no longer offered the service, the service would be
unavailable in the community, the community’s capacity to provide the service would be below
the community’s need, or the service would become the responsibility of government or another
tax-exempt organization.

Unreimbursed Medicaid:

The unpaid costs of Medicaid and other public programs (such as State Health Insurance
Program- SCHIP) for low-income persons. This is the loss created when the payments from

these programs are less than the costs of caring for beneficiaries of these programs.




